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On Oct. 6, President Alberto Fujimori's administration sold the Tintaya Copper Company Peru's
second largest copper mining complex to the US firm Magma Copper Co. of Tucson, Arizona.
Magma paid nearly three times more than the base price originally requested by the government,
outbidding six other firms and consortia that participated in the auction. The government's two
privatization commissions Comision de Promocion de la Inversion Privada (COPRI) and the Comite
Especial de Privatizacion (CEPRI) originally set the base price for Tintaya at US$115 million, US$60
million of which had to be paid in cash, while the remaining US$55 million could be paid in debt
paper.
A total of 22 firms and consortia from 14 different countries expressed interest in the firm, although
on the day of the auction, only seven of the original bidders actually made an offer for Tintaya.
Magma won the bid by offering US$273 million for the company US$218 million in cash and the
rest in debt paper meaning that the government earned US$158 million more than the base price it
had requested. In addition, Magma has agreed to invest a minimum of US$85 million in Tintaya's
operations over the next five years, which was a prerequisite set by COPRI for the purchase of the
company. Magma only narrowly outbid the runner-up in the auction, Toronto-based Metal Mining
Corp., which offered US$214.2 million in cash and US$55 million in debt paper. The third place
competitor was Britain's RTZ, which offered US$26.4 million less than Magma for Tintaya. This is
the first time that the government has accepted debt paper in a privatization deal in Peru.
In 1993, the Peruvian legislature passed a law that permits private firms to pay up to 90% of the
value of a company in debt paper, although COPRI and CEPRI are charged with determining the
amount of debt for equity they are willing to swap in each individual auction. Tintaya is an open-pit
mine located 1,200 km. southeast of Lima in the department of Cusco, and rests about 4,100 meters
above sea level. Last year, the company produced nearly 158,000 metric tons of copper, earning
about US$68.5 million in profits. The company has about 50 million MT of known copper reserves.
Among other things, the Tintaya mining complex includes a thermoelectric generator, direct electric
transmission lines connecting the plant to the Machu Picchu hydroelectric dam, plus a hospital
and a school for workers and their families. Meanwhile, the government plans to privatize Peru's
huge Cajamarquilla zinc refinery on Nov. 4. COPRI has set the base price for the refinery at US
$160 million, which includes US$120 million in cash and US$40 million in debt paper. In addition,
the winning bidder must agree to immediately invest US$20 million to upgrade the refinery. The
Fujimori administration plans to sell off a total of 14 more state firms before the end of the year
(including Cajamarquilla), plus another 20 firms in the first half of 1995.
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